(taxes, tribute, tithes, fines, and fees), denominated in that money unit, and issues a currency accepted in payment of those obligations.
Perhaps the most important original contribution of MMT has been the detailed study of the coordination of operations between the treasury and the central bank. The procedures involved can obscure how the government "really spends".
While it was obvious 200 years ago that the national treasury spends by issuing currency, and taxes by receiving its currency in payment, that is no longer obvious because the central bank makes and receives payments for the treasury.
However, as MMT has shown, nothing of substance has changed -in spite of the greater complexity involved; we lose nothing of significance by saying that government spends currency into existence and taxpayers use that currency to pay their obligations to the state.
MMT reaches conclusions that are shocking to many who've been indoctrinated in the conventional wisdom. Most importantly, it challenges the orthodox views about government finance (and the dangers of budget deficits), monetary policy, the so-called Phillips Curve (inflation-unemployment) trade-off, the wisdom of fixed exchange rates (and of joining the EMU!), and the folly of striving for current account surpluses.
For most people, the greatest challenge to near-and-dear convictions is MMT's claim that a sovereign government's finances are nothing like those of households and firms. While we hear all the time that "if I ran my household budget the way that the Federal Government runs its budget, I'd go broke", followed by the claim "therefore, we need to get the government deficit under control", MMT argues the analogy is false. The sovereign government cannot become insolvent in its own currency; it can always make all payments as they come due in its own currency.
Indeed, if government spends and lends currency into existence, it clearly does not need tax revenue before it can spend. Further, if taxpayers pay their taxes using currency, then government must first spend before taxes can be paid. Again, all of this was obvious 200 years ago when kings literally stamped coins in order to spend and then received their own coins in tax payment.
Note that we still say that we have filed our "tax return" when we pay taxes. What did we "return"? We returned to our sovereign government its own currency (along with a statement showing how much we owed). In the old days, we would "return" to government its coins, tally sticks, paper money, and other forms of currency in order to meet our tax
